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lie accountants endeavor to set them right, it is slow work. In a 
recent failure it was disclosed that while the balance sheet of the 
bankrupt showed $9,000,000 of liabilities there were outstanding 
liabilities of $31,000,000 additional, consisting of so-called notes 
receivable discounted. The "notes receivable" were mostly worth- 
less, so that the endorsement thereon converted them into direct 
liabilities. The practice had been going on for years, and is still 
prevalent to a large degree. 

The suggestion that contracts for future contracts should be 
reflected in a balance sheet is more radical. It accords with the 
theories of professional auditors, but is seldom seen in practice. 
Where the commitment is not unfavorable and is merely an incident 
of a going business, there is little to be said in favor of mentioning 
it on the face of a balance sheet ; where the commitment will proba- 
bly result unfavorably, it certainly must be mentioned or a balance 
sheet will not set forth the true financial position of a concern at a 
given date. For this advanced stand Professor Cole deserves great 
credit. 

R. H. Montgomery. 

Railroad Accounting. By William E. Hooper. (New York: 
D. Appleton and Company. 1915. Pp. xi, 461. $2.00.) 
Mr. Hooper's book is undoubtedly designed for the use of prac- 
tical railroad accountants as well as for investors and students 
of railroad operations. It covers both theoretical accounting 
problems and practical bookkeeping methods. The subject is one 
that is difficult to handle in all its aspects. Mr. Hooper states 
that his prime purpose is to show the "why" of the accounts, and 
not to discuss the question whether the Interstate Commerce ac- 
counting rules are the best that can be devised. One can not read 
very far into his pages, however, without discovering that he is not 
in accord with the strict classification of "additions and better- 
ments." Thus, on page 38, he says : 

The commission, by defining expenses so as to exclude betterments 
is putting the roads in danger of adopting such a short sighted policy 
that they will not in fair times accumulate a surplus, not necessarily 
a fund, but a condition of property comparable to the new suit on which 
they can live in times of depression. 

Moreover, the contention of the railroads that betterment ex- 
penditures representing the "cost of progress" should be paid out 
of current earnings, rather than the issue of new securities is 
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upheld as "sound business practice" (p. 44). Cost of progress, 
however, is "an additional investment in property and not an 
expense incident to maintenance" (p. 49). 

In the discussion of depreciation, Mr. Hooper offers further 
criticism of the commission's accounting regulations. It is pointed 
out that inasmuch as the rules permit the railroad companies to 
determine the rate of depreciation with respect to rolling equipment 
this charge has more often been determined by the financial situa- 
tion of each individual road rather than at the rate at which the 
equipment wears out. "A charge for depreciation is in the nature 
of a 'guess' at the life of equipment, and 'guessing' is not the 
business of the accountant" (p. 52). The rule regarding charges 
for property abandoned, in which a distinction is made between 
vertical and lateral abandonment, is held to be "inconsistent in 
many cases and likely to work hardships, but the Supreme Court 
has upheld the commission in this rule" (p. 53). 

In the reviewer's opinion, the most useful portion of Mr. Hoop- 
er's book, and that which will be appreciated greatly by railroad 
students, is that dealing with railroad accounting and financial 
organization. There is very little literature on this general sub- 
ject available. The best account hitherto published is a report 
made about ten years ago to the International Railway Congress 
by Mr. A. H. Plant, comptroller of the Southern Railway. The 
bookkeeping methods and auditing devices relating to the numer- 
ous varied and complex activities of railroads are exceedingly 
difficult to fully and plainly describe in a single volume. The 
accounting of revenues from the issuing of the way-bill on the 
passenger ticket until the money reaches the general treasury of 
the company, and the auditing of disbursements from the authori- 
zation of the expenditure to its final allocation and analysis in the 
periodical expense account, involve an elaborate systemization and 
the application of strict methods of routine. "Red-tape" can not 
be entirely eliminated, but American railroad managers have been 
more successful in avoiding it than have the federal and state gov- 
ernments. 

The inclusion of illustrations of numerous accounting forms 
used by the large railroad systems is commendable, but it is to 
be regretted that so little care was shown in their arrangement. 
Some of the forms have been so much reduced in size by photo- 
graphic process that they are illegible. Others are so placed on 
the page that they can not be readily distinguished from the text. 
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The insertion of the complete text of the Interstate Commerce 
Commission's accounting classifications at the end of certain chap- 
ters is certainly a detriment to continuity in the book. They 
would serve better as appendixes. Indeed, it is doubtful whether 
any advantage, other than an enlargement of almost 150 pages, is 
gained through the insertion of these texts. The bulletins of the 
Interstate Commerce Commission are readily obtainable. More- 
over, they are revised almost annually, and it is not assumed that 
the publishers will put out a new edition of Mr. Hooper's book 
each time a revision is made. 

A. M. Sakolski. 
Albany, N. Y. 
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